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to devise predetermined objective in-
centive targets applicable to cost,
technical performance, or schedule;

(ii) The likelihood of meeting acqui-
sition objectives will be enhanced by
using a contract that effectively moti-
vates the contractor toward excep-
tional performance and provides the
Government with the flexibility to
evaluate both actual performance and
the conditions under which it was
achieved; and

(iii) Any additional administrative
effort and cost required to monitor and
evaluate performance are justified by
the expected benefits.

(2) The number of evaluation criteria
and the requirements they represent
will differ widely among contracts. The
criteria and rating plan should moti-
vate the contractor to improve per-
formance in the areas rated, but not at
the expense of at least minimum ac-
ceptable performance in all other
areas.

(3) Cost-plus-award-fee contracts
shall provide for evaluation at stated
intervals during performance, so that
the contractor will periodically be in-
formed of the quality of its perform-
ance and the areas in which improve-
ment is expected. Partial payment of
fee shall generally correspond to the
evaluation periods. This makes effec-
tive the incentive which the award fee
can create by inducing the contractor
to improve poor performance or to con-
tinue good performance.

(c) Limitations. No cost-plus-award-
fee contract shall be awarded unless—

(1) All of the limitations in 16.301-3
are complied with; and

(2) The contract amount, perform-
ance period, and expected benefits are
sufficient to warrant the additional ad-
ministrative effort and cost involved.

[48 FR 42219, Sept. 19, 1983. Redesignated at
62 FR 12696, Mar. 17, 1997; 63 FR 34073, June
22, 1998; 64 FR 72449, Dec. 27, 1999]

16.406 Contract clauses.

(a) Insert the clause at 52.216-16, In-
centive Price Revision—Firm Target,
in solicitations and contracts when a
fixed-price incentive (firm target) con-
tract is contemplated. If the contract
calls for supplies or services to be or-
dered under a provisioning document
or Government option and the prices
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are to be subject to the incentive price
revision under the clause, the con-
tracting officer shall use the clause
with its Alternate I.

(b) Insert the clause at 52.216-17, In-
centive Price Revision—Successive
Targets, in solicitations and contracts
when a fixed-price incentive (succes-
sive targets) contract is contemplated.
If the contract calls for supplies or
services to be ordered under a provi-
sioning document or Government op-
tion and the prices are to be subject to
incentive price revision under the
clause, the contracting officer shall use
the clause with its Alternate I.

(c) The clause at 52.216-7, Allowable
Cost and Payment, is prescribed in
16.307(a) for insertion in solicitations
and contracts when a cost-plus-incen-
tive-fee contract or a cost-plus-award-
fee contract is contemplated.

(d) The clause at 52.216-10, Incentive
Fee, is prescribed in 16.307(d) for inser-
tion in solicitations and contracts
when a cost-plus-incentive-fee contract
is contemplated.

(e) Insert an appropriate award-fee
clause in solicitations and contracts
when an award-fee contract is con-
templated, provided that the clause—

(1) Is prescribed by or approved under
agency acquisition regulations;

(2) Is compatible with the clause at
52.216-7, Allowable Cost and Payment;
and

(3) Expressly provides that the award
amount and the award-fee determina-
tion methodology are unilateral deci-
sions made solely at the discretion of
the Government.

[48 FR 42219, Sept. 19, 1983. Redesignated and
amended at 62 FR 12696, Mar. 17, 1997; 64 FR
72449, Dec. 27, 1999]

Subpart 16.5—Indefinite-Delivery
Contracts

16.500 Scope of subpart.

(a) This subpart prescribes policies
and procedures for making awards of
indefinite-delivery contracts and estab-
lishes a preference for making multiple
awards of indefinite-quantity con-
tracts.

(b) This subpart does not limit the
use of other than competitive proce-
dures authorized by part 6.
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